or cent, 
London 
nce re- 
al was 
on such 
ontinue 
xisting 
o scrap 


ally on 
Vy Earl 
at the 
ressing 
strong 
1, Earl 
hackles 
‘ly the 


nts in- 
3 is ap- 
sidered 
Success 
nent of 
by the 
| seems 
limita- 
that it 
British 
t might 
of the 
‘uttling 
ywever, 
enunci- 
: failed 
a step. 
SSON 


s by H. 
. League 


> throws 
e under- 


y to the 
4. $2.00 


Perma- 
O. Hud- 
50 (Stu- 


aries of 
Fradkin. 
chemical 

National 


\N, Editor. 
ear. 


FOREIGN POLICY 
~ BULLETIN 


An interpretation of current international events by the members of the 


Research Staff 
Subscription, One Dollar a Year 
FOREIGN POLICY ASSOCIATION, Incorporated 
8 West 40th Street, New York, N.Y. 


VoL. XIII, No. 42 


AucustT 17, 1934 


Entered as second- 
class matter December 
2, 1921, at the Post 
Office at New York, 
N. Y., under the act 
of March 8, 1879. 


PARADOXES OF WORLD RECOVERY 
by Maxwell S. Stewart 


Gains in industrial activity; Changes in commodity 
prices; Government finance; World unemploy- 
ment: International trade; Economic situation in 
Australia, Great Britain, Germany, France and Japan. 
August 15 issue Foreign Policy Reports 
25c a copy 


Subscription: $3 to members; $5 to non-members. 


Periodical Division, 
Library of Congress, 


Washington, D. C. 


NANKING’S RAPPROCHEMENT WITH JAPAN 


URING the months that have intervened since 

the “hands off China” statement in April, 
Japan has won a series of notable concessions 
from the Nanking government. The restoration 
of through Peiping-Mukden rail traffic on July 1 
set the seal on Japan’s dominance in the north 
China area.* The tariff reductions on Japanese 
goods, made effective on July 3, were even more 
indicative of Chiang Kai-shek’s pro-Japanese 
orientation. They mark the emergence of a Sino- 
Japanese rapprochement, which seems destined 
to play an increasingly significant role in Far 
Eastern developments. 

For nearly two years a large section of the 
Chinese public had steadily opposed the negotia- 
tion of an agreement for through railway traffic 
between Peiping and Mukden, on the ground that 
it implied tacit recognition of ‘““Manchoukuo.” In 
a transparent effort to sidetrack this opposition, 
the Nanking government organized a private com- 
pany to take charge of the management of the 
Chinese section of the railway, instead of entrust- 
ing it to the Ministry of Railways. No such fiction 
could disguise the outright surrender of Chinese 
interests in the case of the revised import tariff 
promulgated by the Nanking authorities in July. 
Taken as a whole, the new schedules represent a 
general upward revision of the Chinese tariff. 
Reductions, where they occur, are practically 
without exception on goods in which Japan is 
heavily interested, such as cotton textiles, sea 
foods, sugar, and various chemicals. On the other 
hand, European countries and the United States 
face sharp increases on machinery, gasoline, kero- 
sene, radios, and many other products. Certain 
changes in the new tariff, such as lower duties on 
canned sea foods from Japan matched by higher 
rates on salt fish imported from the United States, 
seem designedly provocative. 


*“Japan Presses its China Policy,”’ Foreign Policy Bulletin, July 6, 
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The new tariff severely cripples the develop- 
ment of Chinese industry while providing cor- 
responding benefits to Japanese commercial in- 
terests. Since the Tangku Truce of May 31, 1933, 
Chiang Kai-shek has vigorously suppressed all 
public efforts to foster the anti-Japanese boy- 
cott. That the boycott was still voluntarily main- 
tained, to some extent at least, was indicated by 
the declining sales of Japanese goods in China— 
from 304 million yen in 1928 to 148 million in 
1931, 129 million in 1932, and only 108 million in 
1933. Other factors, however, influenced this de- 
cline, including not only the world depression, but 
also the introduction of a Chinese tariff and the 
growth of local Chinese industry. These latter 
handicaps to Japanese trade have now been dealt 
with effectively by Nanking. The changes in the 
tariff rates affecting cotton textiles are indicative. 
Thirty-four revisions were made on various 
classes of imported cotton piece-goods. In every 
case the revision was downward. On the other 
hand, the import duty on raw cotton—vital to the 
development of the Chinese textile industry—was 
increased by nearly 50 per cent. 

The leading Chinese industrial interests are 
waging an open fight on the new tariff provisions. 
In order to counteract the growing strength of 
the opposition to the “pro-Japanese tariff policy,” 
Chiang Kai-shek has clamped down a rigid cen- 
sorship on local newspapers and periodicals, and 
on news cables abroad. Despite this ban, a flood 
of protests continues to reach Nanking by post 
and telegraph, and a recrudescence of Canton’s 
political opposition to Nanking is expected to de- 
velop over the issue. 

The recent military successes of the Chinese 
Communists, as well as the relative absence of fac- 
tional opposition in the Kuomintang during the 
spring, apparently proved decisive in stimulating 
Chiang Kai-shek’s approach to Japan. Early in 
June, the Nanking forces suffered one of their 


most catastrophic defeats in the five-year struggle 
against the Communists, involving reported losses 
of 19,600 men by several of the crack Kuomin- 
tang divisions. Since Japan is vitally concerned 
in the suppression of the Chinese Communist 
movement, the Nanking-Tokyo entente probably 
comprises a substantial measure of Japanese sup- 
port to Chiang’s anti-Communist operations. So 
long as the Communist movement menaces Nan- 
king’s stability, Japan’s China flank can never be 
thoroughly safe in the event of a Soviet-Japanese 
war. Under such circumstances, indeed, the pres- 
sure of patriotic sentiment would tend to over- 
throw Chiang Kai-shek’s Nanking régime in 
favor of the Communists. For this reason, the 
crushing of the Chinese Soviet movement consti- 
tutes the prerequisite of a Japanese attack on the 
Soviet Union. If this objective can be achieved 
and Chiang’s Japanese ties further strengthened, 
Japan will be able to proceed with its “hands off 
China” policy, involving the elimination of West- 
ern as well as Soviet influence in the Far East. 
T. A. BISSON 


The Central European Volcano 


The Schuschnigg government in Austria, which 
took the helm after the assassination of Dr. Doll- 
fuss on July 25, is consolidating its position by 
drastic measures against the leaders of the abor- 
tive Nazi Putsch. Seven men have been hanged, 
including the actual murderers of Dollfuss, sev- 
eral policemen and a soldier, while many high 
police officials are among the Nazis receiving 
long prison sentences. Minor participants in the 
revolt are being sent to penal labor camps, while 
the salaries of civil servants known to be Nazis 
have been withheld. One of the most important 
Nazis under arrest is Anton Apold, general di- 
rector of the Styrian Alpine Montan Steel Works, 
which is owned in part by the German Vereinigte 
Stahlwerke, the powerful Ruhr steel organization 
of Fritz Thyssen. 

Dr. Schuschnigg, however, apparently realizes 
that energetic measures against the Hitlerites 
will not suffice to pacify the country. The ré- 
gime’s power at present rests almost entirely on 
the Heimwehr. Current reports state that an 
amalgamation of these troops with the smaller 
Catholic defense force will be undertaken.  Al- 
though Schuschnigg appears to recognize the 
necessity of securing at least the tacit neutrality 
of the Socialists, the only move in this direction 
has been the transfer of the former Mayor of 
Vienna, Dr. Seitz, from prison to a hospital. 


The crux of the Austrian problem, however, re- 
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mains the international struggle for control of 
that troubled country. After almost a fortnight’s 
delay, the Austrian government on August 7 ac- 
cepted von Papen as German envoy to Vienna. 
The former Vice Chancellor is to be merely a 
Minister Plenipotentiary and not the special 
representative of Chancellor Hitler. Furthermore, 
it appears that Vienna’s acquiescence in von 
Papen’s appointment was contingent on German 
promises to disband the Austrian legion in the 
Reich, discontinue the Munich radio attacks, 
cease assistance to Austrian Nazis and recognize 
the independence of Austria. Dispatches from 
Germany give credence to this report. Former 
“Austrian Inspector General” Habicht and the 
Viennese Nazi leader Frauenfeld have apparently 
taken temporary refuge in Holland, the Austrian 
office in Munich has been closed, radio attacks 
have ceased and the Austrian legionnaires are 
being sent to labor camps in north Germany. 
For the present Hitler’s ardent desire to annex 
his native Austria to the Reich has been blocked. 


Meanwhile, Dr. Schuschnigg flew to Hungary 
on August 9 and was warmly received by Premier 
Goemboes. This gesture of independence vis-a-vis 
Italy — generally regarded as the foremost pro- 
tector of the present Austrian government — was 
unexpectedly followed by Vice Chancellor von 
Starhemberg’s visit to Rome on August 11. Al- 
though announced as a “strictly private” trip, 
Prince von Starhemberg had a cordial talk with 
Il Duce and apparently arranged for the latter to 
receive Dr. Schuschnigg early in September. The 
simultaneous presence in Italy of former Empress 
Zita, mother of Archduke Otto von Hapsburg, 
pretender to the Austrian throne, has given rise 
to rumors of an impending restoration — a move 
still regarded unfavorably by France and the 
Little Entente. Whether or not as a result of 
Starhemberg’s sojourn in Rome, 50,000 Italian 
troops remain at the Austrian border, engaging 
in “Alpine manoeuvres.” This fact must add to 
the tension between Italy and Yugoslavia which 
is greatly alarmed at Italian domination of 
Austria. Thus Central Europe, while outwardly 
calm after the eruption of July 25, is still a seeth- 
ing voleano menacing European peace and re- 
construction. MILDRED S. WERTHEIMER 
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